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1 . IN PAST YEARS THE 7 MILLION BAHT DRAWING ACCOUNT HAS 

NOT BEEN FULLY UTILIZED BY JUSMAG AND THE REMAINDER AT THE END 
OF THE THAI FISCAL YEAR HAS BEEN TURNED OVER TO THE RTG. IE 
THIS SITUATION STILL OBTAINED, THERE WOULD BE NO GREAT DIS- 
ADVANTAGE IN CUTTING THE DRAWING ACCOUNT.HOWEVER, WE 
IDENTIFIED 6.2 MILLION BAHT IN SUPPORT COSTS FOR FY1977 
WHICH, IF THEY HAD NOT BEEN EUNDED OUT OF THIS ACCOUNT, 

WOULD HAVE ENTAILED A DOLLAR FOR DOLLAR REPLACEMENT FROM USG 
FUNDS. SOME OF THE ITEMS INCLUDED IN THE 6.2 MILLION BAHT 
ARE SUPPLEMENTS TO SPECIFIC ITEMS IDENTIFIED AS AIK IN THE 
1960 EXCHANGE OE NOTES AND WE COULD POSSIBLY PERSUADE THE 
THAI TO INCLUDE THEM AS AIK IN THE FUTURE. HOWEVER, IT 
SEEMS IMMATERIAL TO US WHETHER THERE IS A SPECIAL ACCOUNT 
OR IN WHAT AMOUNT IT MIGHT BE. SO LONG AS THE THAI ARE 
WILLING TO ABSORB THE COSTS IT DOES NOT MATTER HOW THEY 
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HANDLE THE BOOKKEEPING. NOTE: ONE REASON JUSMAGTHAI CAN 
FULLY USE THIS 7 MILLION BAHT NOW IS THAT CERTAIN COSTS 
FORMERLY ABSORBED BY MACTHAI HAVE APPEARED (ENGINEERING, 
MAINTENANCE, MOTOR POLL) AS lUSMAG SUPPORT COSTS. 

2. THE ADVANTAGE TO THE U.S. OE HAVING THE DRAWING ACCOUNT 
TO COVER SUPPORT COSTS IS THAT THE USG CONTROLS THE CON- 
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TRACTS AND, THEREFORE, THE QUALITY OF WORK. FOR EXAMPLE, 

IF MAINTENANCE AND ENGINEERING FOR THE JUSMAG COMPOUND 
WERE LEFT TO THE THAI TO PROVIDE SIMPLY AS AIK, THE STATE 
OF REPAIR AND MAINTENANCE COULD BE EXPECTED TO DETERIORATE 
MEASURABLY. BUILDINGS WOULD NOT BE PAINTED, PLUMBING AND 
ELECTRICAL PROBLEMS WOULD BE IGNORED. UNDER A CONTRACT 
FUNDED THROUGH THE DRAWING ACCOUNT. JUSMAG CAN CHOOSE THE 
CONTRACTOR AND MAINTAIN THE LEVERAGE REQUIRED TO ENSURE 
COMPLIANCE. 

3. IT SEEMS TO US THAT DEPT ARGUMENT OUTLINED PARA 3 
REFTEL IS THE ESSENCE OF THE DEBATE. BECAUSE WE CAN NOW 
FULLY TUILIZE THE 7 MILLION BAHT ACCOUNT (AS WELL AS 
OTHER AIK), ANY REDUCTION WILL HAVE THE SAME EFFECT ON 
THE USG AS REDUCING THE CONTRIBUTED CURRENCY. REPLACE- 
MENT FUNDS WILL HAVE TO BE FOUND. HOWEVER, AS MENTIONED 
ABOVE, IF WE LOSE THE DRAWING ACCOUNT WE LOSE CONTROL OF 
THE QUALITY OF SUPPORT. 

4. WE WOULD ALSO NOTE THAT NOWHERE IN THE 1950 AGREEMENT 
IS CONTRIBUTED CURRENCY MENTIONED. PARA 1 OF ARTICLE VIII 
STATES THE GOVERNMENT OF THAILAND WILL MAKE AVAILABLE TO 
THE GOVERNMENT OF THE U.S. "BAHT FOR THE USE OF THE LATTER 
GOVERNMENT FOR ITS ADMINISTRATIVE AND OPERATING EXPENDI- 
TURES WITHIN THAILAND IN CONNECTION WITH ASSISTANCE FUR- 
NISHED TO THE GOVERNMENT OF THAILAND UNDER THIS AGREEMENT". 
AT THE FIRST NEGOTIATING SESSION THE THAI REPRESENTATIVE 
ASKED IF WE COULD GIVE AN ACCOUNTING OF HOW THE CONTRI- 
BUTED CURRENCY WAS USED UNDER THE TERMS OF THE AGREEMENT, 
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I.E., WITHIN THAILAND AND IN CONNECTION WITH SECURITY 
ASSISTANCE. WE DID NOT REPORT THIS SPECIFIC REQUEST TO 
THE DEPT BECAUSE WE RECOGNIZED THAT THE CONTRIBUTED CUR- 
RENCY LOSES ITS IDENTITY ONCE IT IS DEPOSITED AND THAT 
OUR RESPONSE WOULD HAVE TO BE ALONG THE LINES THAT THE 
CONTRIBUTION FINDS ITS WAY BACK THROUGHT THE USG ACCOUNT- 
ING SYSTEM AND IS USED TO SUPPORT BAHT OUTLAYS FOR COSTS 
ARISING FROM JUSMACTHAI OPERATIONS. IN THE THAI VIEW, 

AIK, BOTH THAT SPECIFIED AND THAT PURCHASED THROUGH THE 
DRAWING ACCOUNT, MORE CLEARLY MEETS THEIR OBLIGATION DES- 
CRIBED IN PARA 1, ARTICLE VIII, 

5. WE ARE OBLIGATED UNDER PARA 2, ARTICLE VIII TO ENTER 
DISCUSSIONS WITH THE THAI TO DETERMINE THE AMOUNT OF 
BAHT TO BE PROVIDED AND THE ARRANGEMENTS FOR FURNISHING 
IT. THE THAI WOULD SEEM TO BE ON SOLID GROUND UNDER THE 
BASIC AGREEMENT IF THEY INSIST ON AN ACCOUNTING OF HOW 
THEIR CONTRIBUTIONS ARE SPENT. THIS IS EASY WITH AIK 
WHICH THEY PROVIDE AND WITH SUPPORT FINANCED THROUGHTHE 
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DRAWING ACCOUNT FOR WHICH THERE ARE CONTRACTS, BILLS, AND 
RECEIPTS. SUCH IS NOT THE CASE WITH CONTRIBUTED CURRENCY. 

6. IN SUM, EROM THIS VANTAGE POINT THE ARGUMENTS EOR I 
LEAVING THE DRAWING ACCOUNT INTACT REMAIN PERSUASIVE. 

EVEN IF WE COULD GET SOME ITEMS PROVIDED AS AIK WHICH ARE 
NOW FUNDED BY THE ACCOUNT, WE ARE VERY LIKELY TO EIND 
CREEPING COSTS EATING UP WHATEVER APPARENT SAVINGS WE 
MIGHT BE ABLE TO MAKE. THE SHORTFALL THEN WOULD HAVE 
TO BE EUNDED BY THE USG AND WE COULD END UP BEING TWO-TIME 
LOSERS. 
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